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Wolverine Tube, Inc. and Subsidiaries

(Dollars in thousands except per share data) 2002 2001

Net sales $550,523 $583,114

Income from continuing operations

before income taxes $ 8,485 $ 15,787
Income from continuing operations $ 7,170 $ 11,442
Loss from discontinued operations,

net of tax S (1,610) $(31,240)
Net income {loss) $ 5,560 $(19,798)
Income from continuing operations

per common share — diluted $ 0.58 $ 09
Net income (loss) per common share — diluted s 0.45 $ (1.63)
At December 31 ,

Total assets $550,720 $539,427
Long-term debt $255,712 $247,698
Stockholders’ equity $200,635 $201,412
Number of employees 3,199 3,189

FORWARD-LOOKING STATEMENT

This Annual Report contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933. Forward-looking statements include statements regarding our goals, beliefs,
plans or current expectations, toking into account the information currently available to our man-
agement. Forward-looking statements include all statements that do nof relate solely to current or
historical fact. For example, when we use such words as “anticipate,” “estimate,” “intend,” “expect,”
“believe,” “plan,” “may,” “should,” “would” or other words that convey uncertainty of future
events or outcomes, we are making forward-looking statements.

Forward-looking statements involve known and unknown risks, uncerfainties and other factors
that may cause our actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. Many of these risks are beyond our ability to control or predict. You are cautioned not
to unduly rely on these forward-looking statements when evaluating the information included in this
presentation. For a more detailed discussion of these and other risk factors, please read carefully
the information in the Company’s Annual Report on Form 10-K for the most recently ended fiscal
year and reports filed from time to time with the Securities and Exchange Commission. We under-
toke no obligation to review or revise any particular forward-looking statements contained herein
o reflect events, condifions or circumstances occurring after the date hereof or to reflect the occur-
rence of unanticipated events.
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April 9, 2003

Dear Shareholders:

Please take notice that the 2003 Annual Shareholders Meeting originally scheduled to be
held on May 14, 2003 at 8:30 a.m., local time, at The Benjamin Hotel, 125 East 50® Street,
New York, New York 10022 has been changed to May 14, 2003 at 8:30 a.m., local time, at
The American Conference Centers, 780 Third Avenue, New York, New York 10017.

We apologize for any inconvenience this may have caused anyone.

Sincerely,v

g

James E. Deason -
Secretary

: Plants at:
Altoona, PA © Ardmore, TN * Booneville, MS * Carrollton, TX
-Decatur, AL ¢ Jackson, TN * Shawnee, OK « Warwick, RI
¢ London, Ontario « Montréal, Québec  Shanghai, China* Esposende, Portugal
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310.2 Miflion

Toigl

$550.5 Million

{ ~ Commercial Products
_ Whalesale Products
| Rod, Bar and

Giher Producis

Toic!
$58.4 Miliion

Commercial products represent the largest

segment of the Company's sales and volumes.
This segment includes technical, industrial and
copper alloy tube as well as fabricated and
metal joining products. Cusiomers for these
products include some of the world's largest
and best-known manufaciurers, particularly
in the commercial and residential heating,
ventilation and air-conditioning, refrigeration
and home appliance industries. These prod-
ucts are manufactured globally, with facilities
in China and Portugal producing technical

Wholesale products include plumbing and
refrigeration service tube products, primarily
in standard sizes and lengths used for plumb-
ing, cir-conditioning and refrigeration service
applications. Wholesale products are
manufactured to mest various international,
naiional, regional and municipal specifications
and code requirements. These products are
sold primarily through master distributors
and wholesalers and are manufactured in
the U.S. and Canada.

Rod, bar and other products include a broad
range of copper and copper alloy solid
products, including round, rectangular,
hexagonal and specialized shapes. These
preducts are used in the electrical, power
generation, consiruction hardware and ship-
building industries. Recently introduced
cnode bars are used in the aluminum smelfing
industry. These products are manufaciured pri-
marily in Canada. Other products consist of
various tube, rod, bar and other items sold
by our product distribution facility in The

tube and fabricated products for those markets. Netherlands.

2002 2001 2002 2001 2002 2003
{Millions) {Millions) {Millions)
Shipments in pounds  209.6  210.3 Shipments in pounds ~ 79.1 76.3 Shipments in pounds  21.6 21.5
Net sales $421.2 $4442 Net sales $939 3$97.6 Net sales $35.4  $41.3
Gross profit $ 517 $ 501 Gross profit $44 §$93 Gross profit $24 §28




To Our Shareholders and Ofher Consfitusnis:. *“ o

Wolverine Tube continues ‘o leverage iis core strengths — quality, service and global pres-

‘ence. We remain focused on opportunities that deliver growth and market adventage. We

continus fo show improved operating fundamentals, reduced cost struciure, increased mar-

ket share and o significant increase in cash flow. Our strategy and operating factics kept us

strong in 2002, in o difficult econeomic environment. We sirive for continued improvement

in growth and stakeholder value. - -~ e

FINANCIAL OVERVIEW

For the year ended December 31, 2002, net sales were $550.5 million
as compared io $583.1 million in 2001, a decrease of 6%. Total pounds
of praduct shipped were 310.2 million as compared to 308.2 million
pounds in 2001. Gross profit for 2002 was $58.4 million, compared
i0 $62.2 million in 2001. Income from continuing operations for the
year was $7.2 millon, or $0.58 per diluted share, as compared fo
$11.4 million, or $0.91 per diluted share in 2001. On a comparable
basis, after adjusiing for ihe amoriization of goodwill, income from
coniinuing operations in 2001 would have increased by $3.1 million
pretax, and earnings per diluted share would have increased $0.22.
Underlying elements in these resulis include:

Project 21, our capital investment initiative, and WOW, our War on
Wasie program, produced significant improvement in our overall cost
siruciure. This reduced cost siruciure coniribued to a 6% decrease in
manufacturing costs, from $0.86 per pound in 2001 to $0.81 per
oound in 2002. Moreover, these investments provide the opportunity
for increased benefiis as volumes increase. The benefits from these cost
reductions and process efficiencies allowed us io offset a significantly

less favorable product mix as volumes for our higher value-added

commercial products was decreased and volumes for commodity
wholesale producis was increased. Furthermore, wholesale product
pricing decreased over 20% in the U.S., year over year, os the pri-
mary suppliers in this market competed for share. On an annual
basis, this is the lowest pricing level we have seen in this market in

over five years.

Cash flow from operations increased fo $41.4 million from $26.6 mil-
lion in 2001. Much of this improvement was a result of working capiial
management, a reduction in accounis receivable days sales outsiand-
ing, and a $10 million reduction in inventory. This coniributed fo free
cash flow of approximately $34 million in 2002.

In March of 2002, we completed a debi refinancing whereby we
raised $120 million in a private placement of Senior Notes. While this
financing provided financial stability and flexibility, it also increased
our overall leverage and incremental interest expense. In the second
half of 2002, we uiilized a portion of our free cash flow to reduce out-
standing debt by over $15 million. Additionally, we executed an inter-
est rate swap to convert $50 million of our fixed rate debt to a loating
rate, which, ot current interest rate levels, would reduce annualized

interest expense by approximately $1 million.



In addition, despite the tough economy, we significantly improved our

market posifions and also increased share in ceriain commercial markets.

¢ We advanced our penetration inio global markets by utilizing our
Netherlands distribution and services center and with the ramp up
of our plant in Esposende, Portugal, which occurred in late April.
Our facility in Shanghai, China confinues fo increase volumes and
profitability. Today, to our knowledge, Wolverine is the only com-
pany supplying customers with technical tube and fabricated prod-
ucts manufactured in North America, Asio and Europe.

* We achieved a record level of new customer business, increasing our

global market share. In fact, we believe that Wolverine now has the

lorgest market share of any company supplying fubing, fabricated
products and brazing alloys to the consumer applionce market.

To help our customers increase efficiency, reduce labor, set up time,
maintenance and scrap, we introduced industrial tube products in
coils that are two to four times larger than those previously offered,
supplied in a user-friendly package. On the service side, we have
introduced a technology to automate elements of technical tube
installation in large chillers.

And, we infroduced a fechnology breakthrough in 2002 that holds
tremendous promise for our present customers and opens the door
to diversify our business base. More about this technology follows.

Efficient asset allocation, especially in a tough
economy, is vital fo maximizing refurn on
investment. As such it is one of our highest
priorities, and in 2002 we reduced capital
expenditures to $7.7 million versus $27.6 mil-
lion in 2001. We will continue io exercise

a conservative approach to capital expendi-
tures, especially until we clearly see economic
recovery. At the same fime, we will continue to
invest in selected North American plonis and
in Shanghai, China, supporting those markets
that we believe will grow and where we can
continue to leverage our global capabilities to
gain market share. Moreover, in addition to
manufacturing technical tube for local mar-
kets, our Portugal and Shanghai plants are
now manufacturing fabricated products for
local customers and also for export to the U.S.
Demand for fabricated producis continues to

grow as customers increase their global
outsourcing decisions.

This outsourcing initiafive is particularly illus-
trated by work we are doing for a large OEM
cusiomer in Mexico. We have been able

to provide higher quality, lower cost sub-
assemblies from our Carrollton, Texas facility
than those the customer had previously been
manutacturing themselves in Mexico. This
exemplifies how our experience and effi-
ciency franslate info increased revenue and
increcsed market share in higher volue-
added fabricated products. Wolverine is well
equipped fo be a provider of choice fo those
companies who want high-quality results
along with excellent service. We achieve this
by leveraging our metallurgic and fabrication
expertise — difficult-to-match knowledge
that we have gained from over 86 years of
market leadership.

We continue fo pursue opportunities to expand
our product offerings that support the require-
ments of our customers to increase efficiencies
and reduce costs. We recently announced an
agreement with Omni Technologies o produce
and market Silvacore brazing alloys, a product
which increases brazing reliabifity and consis-
tency while reducing labor and material costs
for our customers.

Wolverine is also pursuing opportunities to
expand our buy/resell channels. In addition
to coniributing to our financial resulis, this
enhances our service offering by simplifying
the buying process for our customers, more
and more of whom are interested in consoli-
daiing suppliers.
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Micro Deformation Technology (MDT) is an
innovative forming process that can simulia-
neously form, lifi and shape the surface area
of many maierials. This new, paienied tech-
nology has been viilized to grecaily enhance
the heat fransfer performance and energy
efficiencies of Wolverine's technical tube
product line. Iniroduced under the brand
name Turbo-MD, these products are being
qualified in 2003 by a number of cusiomers,
and should increase heat exchanger effi-
ciency in large air chillers by as much as
30% over radiiionally enhanced tubes.
Additionally, we expect to further augment
this level of performance in future product
offerings as the capabilities of this exciting
technology are opfimized.

Furthermore, we believe that MDT has com-
mercial application possibilities beyond
copper and copper alloy products as it can
be used with any number of duciile materials
including plastic, rubber, aluminum, precious
metals, fitanium, and many more. We envi-
sion application possibilities in such diverse
industries as hiliration, surface preparation,
and capillary struciures, as well as our own

heat iransfer market.

MDT has the ability fo form micro channels
of varying depihs, orieniation, spacing and
angularity, and do so without any loss of the
base material or fhe need for lubrication. The
MDT process lends iisell io producis requiring
high precision and repeatability. In short, MDT
has numerous applications pertaining fo sur-
face preparation, forming and reconditioning.

While we have successfully applied the fech-
nology to HVAC producis, we cre having busi-
ness discussions with co-development pariners

to determine other practical commercial
applications for MDT. There is no doubi that
we have only just begun io discover the
many ways and places this technology can
be used to create superior new producis
and o expand Wolverine’s market and
customer base.
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Economic and other uncertainties, both
domestically and in other paris of the world,
continue to hinder business recovery. In our
markels, we coniinue fo see weak commercial
consiruction and soft demand for the producis
produced by our customers. Undersiandably
cautious, we believe the economic environ-
ment in 2003 will remain much the same as in
the past year. Having said that, given contin-
ued market penefration, globalization, new
products and significant cost reductions, we
expect increases in revenues in the mid-io-
high single digiis and profits in the high single
to low double-digit range. A stronger econ-
omy would further drive top and botiom
line growth.

In 2003, we will continue fo move closer io our
stated goal of @ more conservative financial
profile. This will be achieved by continuing to
improve operating results and improving
trends in positive free cash flow, both domes-
tically and iniernationally. We expect fo
coniinue fo gain share in our fraditional
businesses, and at the same time, we are
excited about working with present and new
customers fo find applications for our innova-
tive producis, services and technologies.

The challenges of 2002 have had a profound
effect on our employees, cusiomers and other
siakeholders. The effect has been o foughen
our resolve fo continue the encouraging

progress that has been made. We are
determined fo grow the company and
reward all the constituencies fo whom we

are responsible.

I am grateful for your support in 2002 and
anticipate a prosperous future for all.

Sincerely,

OW%\

Dennis Horowitz
Chairman, President and
Chief Executive Officer
April 7, 2003
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PART I

ITEM 1 BUSINESS

Introduction

We are a world-class quality manufacturer of copper and copper alloy tube, fabricated and metal
joining products and copper and copper alloy rod and bar products. We focus on custom-
engineered, higher value-added tubular, fabricated and metal joining products which enhance
performance and energy efficiency in many applications, including commercial and residential
heating, ventilation and air conditioning, refrigeration, home appliances, automotive, industrial
equipment, power generation, petrochemicals and chemical processing. We believe that we have
the broadest product offering of any North American manufacturer of copper and copper alloy
tube, which allows us to offer packaged solutions and pursue cross-selling opportunities. Cur
technological expertise has helped us to establish strong and long-standing relationships with
many of the leading users of higher value-added copper tube in North America and enables us to
maintain leading market shares in our most important product and geographic markets.

We make available on our website, free of charge, http://www.wlv.com/, our annual report on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
those reports as soon as reasonably practicable after electronically filing or furnishing such
material to the Securities and Exchange Commission.

History and Structure

We are a Delaware corporation organized in 1987. We are the successor to a business founded
in Detroit in 1916. In August 1993, we and certain stockholders engaged in an initial public
offering of 6,555,000 shares of common stock and the net proceeds to us were approximately
$46.4 million. In September 1995, we completed a secondary public offering of 4,882,700
shares of common stock. No additional shares of common stock were issued by us in
conjunction with this secondary stock offering.

We have expanded our operations through acquisitions and international growth over the past
five years. In May 1998, we acquired a 240,000 square foot welded tube manufacturing facility
in Jackson, Tennessee, and the related equipment and technology, from Korea-based Poongsan
Corporation, for approximately $35.4 million in cash. In July 1998, we opened our Shanghai,
China facility. This 60,000 square foot plant specializes in the manufacture of higher value
added copper and copper alloy technical tube as well as brazed assemblies.

In September 2000, we acquired from Engelhard Corporation its joining products business, a
leading manufacturer of brazing alloys and fluxes, as well as a supplier of lead-free solder, based
in Warwick, Rhode Island, for approximately $41.8 million in cash.

In December 2001, we completed construction of our 33,000 square foot technical tube
manufacturing facility in Esposende, Portugal. We invested approximately $9.0 million to
complete the facility, which began commercial production in January 2002.



Industry

The industry in which we operate is multi-faceted. Several of our competitors produce tube
products of a single type. In contrast, we produce a broad array of products, such as technical
tube for large commercial air conditioners used in high-rise buildings, industrial tube and
fabricated products used in residential and light commercial air conditioning units, wholesale
tube used in commercial and residential construction, and copper and copper alloy tube used in
power generation, petrochemical and marine applications. Moreover, our metal joining products
are used in almost all of these applications.

Competition

While no single company competes with us in all of our product lines, we face significant
competition in each of our product lines. Cerro Copper Products Co., Inc., Industrias Nacobre
S.A. de C.V., Kobe Copper Products Inc., Wieland - Werke AG, Mueller Industries Inc., Olin
Corporation, Outokumpu American Brass Company, J.W. Harris Company, Inc. and others
compete with us in one or more product lines. Minimal product differentiation among
competitors in our wholesale and rod and bar product lines creates a pricing structure that
enables customers to differentiate products almost exclusively on price. In these product areas,
certain of our competitors have significantly larger market shares than us, and tend to be the
industry pricing leaders. [f our competitors in these product lines were to significantly reduce
prices, our business, operating results or financial condition could be adversely affected.

For certain of our higher value-added commercial products, which have higher margins, we
compete primarily on the basis of the technical advantages of these products. Technical
improvements by competitors could reduce our competitive advantage in these product lines and
thereby adversely affect our business, operating results or financial condition. We could also be
adversely affected if new technologies emerge in the air conditioning, refrigeration or other
consumer industries that reduce or eliminate the need for copper and copper alloy tube,
fabricated products and metal joining products. Certain of our products, such as plumbing tube,
compete with products made of alternative substances, such as polybutylene plastic. A
substantial increase in the price of copper could decrease the relative attractiveness of copper
products in cases where an alternative exists and thereby adversely affect our business, operating
results or financial condition.

Products

We classify our products as commercial products, wholesale products or rod, bar and other
products.

Commercial Products

Commercial products consist of several types of technically enhanced tube and fabricated
products made to customer specifications, as well as our metal joining products. We believe that
we are the primary supplier of one or more commercial products to some of the world's largest
and best known manufacturers, particularly in the commercial and residential heating, ventilation
and air-conditioning, refrigeration and home appliance industries. Generally, our technical tube
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and fabricated products are custom designed for specific customer applications and
manufactured and sold directly to customers. Because of the higher level of added value,
profitability tends to be higher for commercial products than for our other products.

Our commercial products include:

Industrial Tube. Small (as small as .01”") and medium diameter copper tube used primarily by
residential air conditioning, appliance and refrigeration equipment manufacturers is known as
“industrial” tube. Industrial tube is made to customer specifications for equipment
manufacturing. Our industrial tube products include coils in lengths of up to one mile (to permit
economical transport to customers for further processing), smooth straight tube, internally
enhanced tube with internal surface ridges to increase heat transfer in air conditioning coils, and
very small diameter capillary tube {(for control valve applications).

Technical Tube. Technical tube is used to increase heat transfer in large commercial air
conditioners, heat exchangers for power generating and chemical processing plants, water
heaters, swimming pool and spa heaters and large industrial equipment oil coolers. Small,
wedge-like grooves (fins) on the outer surface, together with internal enhancements of technical
tube, increase surface area and refrigerant agitation, thereby increasing heat transfer efficiency.
We were the first to commercially develop integral finned tube, in which the fins are formed
directly from the wall of the tube, and we hold patents in this area.

Copper Alloy Tube. Copper alloy tube (principally copper mixed with nickel) is manufactured
for certain severe uses and corrosive environments such as condenser tubes and heat exchangers
in power generating plants, chemical plants, refineries and ships. Cur copper alloy tube products
include smooth and surface enhanced tube produced from a variety of alloys. Also included in
the alloy tube category are surface enhanced titanium, brass and steel tube we produce from
smooth tube supplied by outside sources.

Fabricated Products. Fabricated products encompass a wide variety of copper, copper alloy,
steel and aluminum tube products and subassemblies for a number of different applications.
Precision drawn tube can be supplied in exact tolerance cut lengths or coils. Specialty fabricated
parts, sub-assemblies and components (such as return bends and manifolds) are also produced.
Capabilities which include cutting, bending/swaging, end spinning, hole piercing/drilling,
specialized coiling and brazing, can be applied to a wide range of products.

Metal Joining Products. Metal joining products include brazing alloys, fluxes and lead-free
solder used in the air conditioning, plumbing, electronic, lighting, shipbuilding, aerospace,
general industrial and other metal-joining industries. There are over 2,000 product variations in
this category, marketed under such brand names as Silvaloy®, Silvabrite®, Silvabrite 100®,
Black Flux "™ and Ultra Flux®.

Commercial product sales accounted for 77%, 76% and 78% of the Company’s net sales in 2002,
2001 and 2000, respectively.

Wholesale Products

Wholesale products consist of plumbing and refrigeration service tube produced in standard sizes
and lengths primarily for plumbing, air conditioning and refrigeration service applications.




Many major competitors manufacture the most common 3/4" and 1/2" diameter plumbing tube.
These products are considered commodity products because price and delivery are the primary
competitive factors. Plumbing tube and refrigeration service tube are sold primarily through
master distributors and wholesalers.

Wholesale product sales accounted for 17%, 17% and 16% of the Company’s sales in 2002,
2001 and 2000, respectively.

Rod, Bar and Other Products

Rod, bar and other products consist of a broad range of copper and copper alloy solid products,
including round, rectangular, hexagonal and specialized shapes. Brass rod and bar are used by
industrial equipment and machinery manufacturers for valves, fittings and plumbing goods.
Copper bars are used in electrical distribution systems and switchgear. Copper and copper alloy
rod and bar products are sold directly to manufacturers and to service centers that keep an
inventory of standard sizes. Other products consist of various tube, rod, bar and other items sold
by our product distribution facility in The Netherlands.

Rod, bar and other products accounted for 6%, 7% and 6% of the Company’s sales in 2002, 2001
and 2000, respectively.

Sales and Marketing

We use a direct sales force augmented by independently contracted sales agents to pursue global
sales opportunities. In addition, we employ customer service representatives responsible for
responding to customer questions and undertaking or initiating any required customer service
response. We believe our sales structure forms a critical link in communicating with our
customers. Our sales and marketing employees are particularly important in the higher value-
added product segments, in which we often work with customers in their product enhancement
and new product development efforts. The sales function is coordinated through key senior
executives responsible for our sales and marketing efforts.

North America. Our sales structure in North America consists of sales officers and managers,
field marketing representatives, customer service representatives and independent sales agents
who are responsible for selling and servicing accounts.

International. Our overseas export sales are carried out both directly with major overseas
customers and through foreign sales agents. We have sales, marketing and business
development offices in Apeldoorn, The Netherlands and Shanghai, China.

For information concerning the amount of sales, gross profit and certain other financial
information about foreign and domestic operations see Note 20 of the Notes to Consolidated
Financial Statements.

Energy Efficiemcy and Governmental Regulations

We expect that demand for our higher value-added, energy efficient tubes will continue as
manufacturers continue to seek ways to produce more energy efficient and lower operating cost
units and as existing commercial air conditioners continue to be replaced in response to the ban
on production of chlorofluorocarbons. Government regulations at local, state and federal levels
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periodically provide various incentives for more energy efficient products, such as air
conditioners, refrigerators and similar appliances, which may also increase demand for our
products. However, there can be no assurance that this anticipated demand will materialize, or
that we will not face increased competition, with an adverse effect on profitability, from other
manufacturers in this higher value-added segment.

Markets

Major markets for each of our product lines are set forth below:

Products

Commercial Products

Technical Tube.

Major Markets

.............................. Commercial air conditioning manufacturers,

Industrial Tube.........covvviiiiiieiii.. ..

Copper Alloy

Tube..oocovvevie i,

Fabricated ProductS.........c.ooevvvii i

Metal Joining Products.....................

Wholesale Products

power and process industry, heat exchanger
manufacturers, water, swimming pool and
spa heater manufacturers and oil cooler
manufacturers.

Residential and small commercial air
conditioning manufacturers, appliance
manufacturers, automotive manufacturers,
industrial equipment manufacturers,
refrigeration equipment manufacturers and
redraw mills (which further process the
tube).

Utilities and other power generating
companies, refining and chemical
processing companies, heat exchanger
manufacturers and shipbuilders.

Commercial and residential air conditioning
manufacturers, refrigeration manufacturers
and consumer appliance manufacturers.
Automotive, controls, welding, electrical,
marine, building, heat transfer industries and
other general industrial applications.

Residential and commercial air conditioning
manufacturers, plumbing, electronic,
lighting, shipbuilding, aerospace, catalysts
and other metal joining industries.

Plumbing wholesalers and refrigeration
service wholesalers.




Rod, Bar and Other Products Electrical equipment and automotive parts
manufacturers, locomotive, aluminum
smelting and other industrial equipment
manufacturers and metal service centers.

Key Customers

In 2002, 2001 and 2000 our 10 largest customers accounted for approximately 47%, 44%, and
45%, respectively, of our consolidated net sales. No customer accounted for 10% or more of our
consolidated net sales in 2002, 2001 or 2000.

Backlog

A significant part of our sales are based on short-term purchase orders. For this reason, we do
not maintain a backlog and we believe that backlog is not necessarily a meaningful indicator of
future results. A significant amount of our sales result from customer relationships wherein we
provide a high degree of specialized service and generally become the largest supplier of a
customer's copper and copper alloy requirements. Under these arrangements, our customers
provide forecasts of their requirements, against which purchase orders are periodically released.
In several cases we have entered into multi-year arrangements with major customers to continue
to serve as the predominant supplier and in many cases the exclusive supplier on a global basis.

Manufacturing

The manufacture of copper and copper alloy tube, fabricated products and metal joining products
consists of casting, extruding, drawing, forming, joining and finishing processes. In most cases,
the raw material is first cast into a solid cylindrical shape or "billet." The billet is then heated to
a high temperature, a hole is pierced through the center of the cylinder, and the cylinder is then
extruded under high pressure. The material is either drawn to smaller sizes or reduced on a
forging machine and then drawn to smaller sizes. The outside and/or inside surface may be
enhanced to achieve the desired heat transfer qualities. Depending on customer needs, bending,
shaping, precision cutting, forming, annealing (heating to restore flexibility), coiling or other
operations may be required to finish the product.

Virtually all of our tube products are seamless as opposed to welded tube, with the exception of
the tube manufactured at our Jackson, Tennessee location. Welded tube is made from a flat strip
that is rolled and welded together at the edges.

Raw Materials, Suppliers and Pricing

Our principal raw materials are copper, nickel, zinc, tin and silver. In 2002, we purchased
approximately 327 million pounds of metal, approximately 90% of which was copper. We
contract for our copper requirements with a variety of sources, including producers, merchants,
brokers, dealers and industrial suppliers. Our raw materials are available from a variety of
sources, and we do not believe that the loss of any one source would materially affect our
business, operating results or financial condition.




The key elements of our copper procurement and product pricing strategies are the assurance of a
stable supply and the avoidance of exposure to metal price fluctuations. The price of copper we
purchase is based on fluctuating market prices, usually with the Commodities Exchange
(COMEX) price as a benchmark. We generally have an "open pricing” option under which we
may set the price of all or a portion of the metal subject to a purchase contract at any time up to
the last COMEX trading day (usually two days before the end of the month) of the last month in
the contract period.

In the majority of cases, the price of our products to our customers contains two components: (i)
a metal charge based on the market value of the metal content on the date of shipment of the
product to the customer; and (ii) a fixed fabrication charge. In other cases, we quote a firm price
to the customer, which covers both the metal price and the fabrication charge. In either case, we
minimize our exposure to metal price fluctuations through various strategies. Generally, at the
time the metal price for the customer is established, we either price an equivalent amount of
metal under our open pricing arrangements with our suppliers or purchase a copper forward
contract for the equivalent amount of metal. It is not our policy to attempt to profit from
fluctuations in copper prices by taking commodity risks or speculative commodity positions.

Research and Development

Cur research and development efforts are primarily conducted in our Technology Center located
in Decatur, Alabama and are devoted to new product development, manufacturing process
improvements, new manufacturing process developments and new applications. While
developing new products for general use, we work very closely with certain major customers to
develop specific new products for their applications. To compliment our research and
development capabilities, we engage with universities as well as governmental and private
research organizations. Through our Technology Center we support the engineering and testing
of specialized products and enhancements of our custom-engineered processes through which we
tailor products to the specifications of each customer.

In 2002, we announced the introduction of the new, innovative Micro-Deformation Technology
MDT™. This technology was used in developing highly enhanced new heat transfer products
for large chiller manufacturers. Additionally, this technology may enable us to develop products
for non-tube applications including electronic cooling, filtration, catalyst and others. We have
continued our participation in several industrial, university and governmental research projects
relating to more efficient heat transfer tubes for industrial, commercial and residential heating
and cooling applications as well as refrigeration, power generation, chemical and petrochemical
industries. Our research and development expense was $3.1 million in 2002, $3.7 million in
2001 and $3.7 million in 2000 and it is anticipated that a similar level of expenditure will be
maintained in 2003. In addition to our Technology Center, we utilize our manufacturing
facilities and technical personnel to assist in manufacturing process improvements as well as new
product development as it relates to those manufacturing facilities.

Envirommental Matters

Our facilities and operations are subject to extensive environmental regulations imposed by
federal, state, provincial and local authorities in the United States, Canada, China and Portugal
with respect to emissions to air, discharges to waterways, and the generation, handling, storage,
transportation, treatment and disposal of waste materials. In addition, we have incurred, and in
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the future may incur, liability under environmental statutes and regulations with respect to the
contamination of sites we own or operate (including contamination caused by prior owners and
operators of such sites, abutters or other persons) and the off-site disposal of hazardous
substances.

We believe our operations are in substantial compliance with the terms of all applicable
environmental laws and regulations as currently interpreted. We utilize an active environmental
auditing and evaluation process to facilitate compliance with applicable environmental laws and
regulations. However, we expect that future regulations and changes in the text or interpretation

of existing regulations may subject our operations to increasingly stringent standards. While the
precise effect of these changes on our business cannot be estimated, compliance with such
requirements may make it necessary, at costs which may be substantial, to retrofit existing
facilities with additional pollution-control equipment and to undertake new measures in
connection with the storage, transportation, treatment and disposal of by-products and wastes.

We had a reserve of approximately $1.5 million for environmental remediation costs at
December 31, 2002. The total cost of environmental assessment and remediation depends on a
variety of regulatory, technical and factual issues, some of which cannot be anticipated. While
we believe that the reserve, under existing laws and regulations, is adequate to cover presently
identified environmental remediation liabilities, there can be no assurance that such amount will
be adequate to cover the ultimate costs of these liabilities, or the costs of environmental
remediation liabilities that may be identified in the future.

Employees

As of December 31, 2002, we had a total of 3,199 employees. Our employees are not
represented by a union except for a majority of the hourly employees at our Montreal, Quebec
plant, representing approximately 10% of our total employees, which is unionized and covered
by a collective bargaining agreement that expires on March 22, 2005. In February 2003, we
received a petition by the Arkansas Regional Council of Carpenters/United Brotherhood of
Carpenters and Joiners of America requesting certification of representation of 45 employees
comprising generally the engineering department of our Shawnee, Oklahoma facility. We
objected to the bargaining unit size and received a ruling from the National Labor Relations
Board on March 20, 2003 increasing the unit size to 56 employees. At this time, we are
appealing this ruling. Otherwise, an election vote by the employees in this bargaining unit is
probable within 45 days from March 20, 2003. In accordance with the above comments and, as a
whole, we believe our relations with our employees are satisfactory.

Patents and Trademarks

We own a number of trademarks and patents (in the United States and other jurisdictions) on our
products and related manufacturing processes, and we have granted licenses with respect to some
of our trademarks and patents. While we believe that our patents and trademarks have
competitive value, we do not consider our success as a whole to be primarily dependent on our
patents, patent rights or trademarks.



Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995

Certain of the statements and subject areas contained herein in "Business" and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" are made pursuant to
the "Safe Harbor" provisions of the Private Securities Litigation Reform Act of 1995. Forward
looking statements include statements regarding our goals, beliefs, plans or current expectations,
taking into account the information currently available to our management. Forward-looking
statements include all statements that do not relate solely to current or historical fact. For
example, when we use such words as “anticipate,” “intend,” “expect,” “believe,” “plan,” “may,”
“should,” “would” or other words that convey uncertainty of future events or outcome, we are
making forward looking statements. All statements which address operating performance,
events or developments that we expect or anticipate will occur in the future, including statements
relating to operating performance, restructuring strategies, property, plant and equipment
expenditures and sources and uses of cash, are forward-looking statements. These forward-
looking statements are subject to various risks and uncertainties that could cause actual results to
differ materially from those stated or implied by such forward-looking statements. We undertake
no obligation to publicly release any revision of any forward-looking statements contained herein
to reflect events or circumstances occurring after the date hereof or to reflect the occurrence of
unanticipated events.
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With respect to expectations of future earnings, operating performance, restructuring strategies,
property, plant and equipment expenditures and sources and uses of cash, factors that could
affect actual results include, without limitation:

our ability to dispose of our properties held for sale and realize their carrying values;

our ability to achieve growth rates and profit projections assumed in the valuation of our

goodwill;
the impact of interest rates on the valuations of our pension liabilities and goodwill;
cyclicality, seasonality and weather conditions, which affect the sales of our products;

the impact of competitive factors in our industry, including the effect of pricing, product lines
and other actions taken by our competitors;

our ability to maintain our relationships with our major customers;

a reduction in demand for our products;

our significant amount of debt and the restrictive covenants contained in our debt agreements;
our ability to service our debt and incur additional debt;

our potential exposure to environmental liabilities;
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economic, political and currency risks relating to our international operations;

our ability and the ability of our customers to maintain satisfactory relations with union

employees;
business risks that may arise if we undertake strategic acquisitions in the future;
extraordinary fluctuations in the markets for raw materials;

risks to our competitive position from changing technology or the loss of our intellectual

property;

business and economic risks relating to government regulations that impact our industry;

the mix of our geographic and product revenues;

and various other factors, many of which are beyond our ability to control or predict.

Executive Officers of the Registrant

The following table sets forth certain information with respect to each of our executive officers:

Name Age  Positions with the Company

Dennis J. Horowitz 56 Chairman, President, Chief Executive Officer and
Director

James E. Deason 55 Executive Vice President, Chief Financial Officer,
Secretary and Director

Keith I. Weil 45 Senior Vice President, Tubing Products

Johann R. Manning, Jr. 42 Senior Vice President, Fabricated Products and
General Counsel

Massoud Neshan 49 Senior Vice President, Technology

Garry K. Johnson 47 Senior Vice President, Sales

Thomas A. Morton 49 Vice President of Purchasing and Logistics

Samuel A. Patterson 36 Corporate Controller

Allen E. Dillard 43 Treasurer and Director of Corporate
Communications

Dennis J. Horowitz has been the President and Chief Executive Officer and a director of our
company since March 1998, and in January of 2001 he also became Chairman of the Board of
Directors. Prior to joining our company, Mr. Horowitz served as Corporate Vice President and
President of the Americas of AMP Incorporated, a high technology electric connector and

10



interconnection systems company, since September 1994, Mr. Horowitz also serves as a director
of Aerovox Incorporated and Superconductor Technologies, Inc.

James E. Deason has been a director of our company since October 1995. Mr. Deason has been
the Executive Vice President, Chief Financial Officer and Secretary of our company since
September 1994. Prior to joining our company, Mr. Deason, a Certified Public Accountant,
spent 19 years with Ernst & Young LLP and was a partner from 1988 until he joined our
company.

Keith 1. Weil has been the Senior Vice President, Tubing Products, of our company since
December 1998. Prior to joining our company, Mr. Weil had been a Global Business Executive
and General Manager Consumer/Commercial for AMP Incorporated since 1996. Prior to 1996,
Mr. Weil was employed by Philips Electronics NV for fourteen years in positions that included
President of Graner Company (a division of Philips), General Manager of Philips Circuit
Assemblies and Vice President of Marketing for Philips Broadband.

Johann R. Manning, Jr. has been the Senior Vice President, Fabricated Products and General
Counsel of our company since October 2001. He previously held the position of Senior Vice
President of Human Resources and General Counsel from May 2000 until September 2001 and
Vice President of Human Resources and General Counsel from May 1998 until April 2000.
Prior to joining our company, Mr. Manning had served as Senior Counsel for Mercedes-Benz
U.S. International, Inc., a vehicle manufacturer, since March 1998. Prior to joining Mercedes-
Benz, Mr. Manning was employed for over eight years with Genuine Parts Company, a
diversified wholesale distribution company, where he held various positions including Vice
President of Human Resources and Corporate Counsel for its Motion Industries, Inc. subsidiary.

Massoud Neshan has been the Senior Vice President, Technology of our company since August
1999. Prior to joining our company, Mr. Neshan had served as Vice President of Engineering
and Research and Development for Hill Phoenix, a subsidiary of The Dover Corporation, since
March 1996. Prior to joining Hill Phoenix, Mr. Neshan was employed for six years with Nax
Corporation where he held the position of Executive Vice President. Mr. Neshan has spent his
entire career in the heating, ventilation, air conditioning/refrigeration industry.

Garry K. Johnson has been the Senior Vice President, Sales of our company since 2002. He
previously held the positions of Vice President, Sales from 1998 until 2002, Industrial Marketing
Manager from 1990 until 1998, Field Sales Representative from 1981 until 1990 and Production
Supervisor from 1979 until 1981. Mr. Johnson has been employed by our company for twenty-
four years.

Thomas A. Morton has been the Vice President of Purchasing and Logistics since February
1999. He previously held the positions for our Canadian operations of Metal Manager from
January 1996 until January 1999 and Corporate Controller from May 1989 to December 1996.
Prior to joining our company, Mr. Morton, a Certified Public Accountant, was employed for ten
years with Ernst & Young in Canada.

Samuel A. Patterson has been the Corporate Controller of our company since September 2000.
He previously held the position of Director of Corporate Accounting from August 1999 until
August 2000 and Corporate Accounting Manager from January 1998 until July 1999. Prior to
joining our company, Mr. Patterson, a Certified Public Accountant, had served as Accounting
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Manager and Division Controller for United Chair Company, a subsidiary of Haworth, Inc.,
since May 1997.

Allen E. Dillard has been the Treasurer and Director of Corporate Communications of our
company since April 2002. Prior to joining our company, Mr. Dillard, a Certified Public
Accountant, had served as a consultant to our company from January 2002 to March 2002. Prior
to that time, Mr. Dillard was employed from March 2000 to December 2001 with Phyve
Corporation where he held the position of Executive Vice President and Chief Financial Officer.
From March 1994 to February 2000, Mr. Dillard was employed with Nichols Research
Corporation, where he held the positions of Corporate Vice President, Treasurer and Chief
Financial Officer.




ITEM 2

PROPERTIES

United States Facilities

development agency for $3,500 per year in perpetuity:

Property Number of

Size Plant Size Year Employees at

Location (acres) (square feet) Opened Dec. 31,2002
Decatur, AL 166 620,000 1948 850
Shawnee, OK 51 309,000 1974 465
Jackson, TN 35 240,000 1998 64
Altoona, PA 32 210,000 1956 282
Carroliton, TX 9 165,000 1999 295
Booneville, MS 30 152,000 1989 143
Warwick, RI 3 70,000 1978 145

Ardmore, TN 81

13

We own and operate each of the U.S. facilities described below, with the exception of our
Altoona, Pennsylvania facility that is partially owned and partially leased from a local industrial

Description

Produces a majority of our copper tube product
lines. A significant portion of production is
industrial and technical tube. Produces smooth
feedstock tube for the Ardmore, Altoona and
Booneville facilities. Also houses a portion of
our corporate staff.

Produces a majority of our copper tube product
lines. Capable of producing feedstock tube for
the Ardmore and Carrollton facilities.

Produces welded copper enhanced surface tube.
Also houses a U.S. wholesale product
distribution center.

A redraw facility that produces higher value
added commercial products and specialty
fabricated components.

A fabrication facility that produces higher-
margin commercial products such as specialty
fabricated parts, return bends and manifolds.

Processes feedstock tube from the Decatur
facility into enhanced surface industrial tube and
technical copper tube. Produces feedstock for
the Carrollton facility.

Produces brazing filler metals, fluxes and other
specialty alloys.

A redraw facility that produces higher margin
commercial products such as capillary tube and
specialty fabricated components, as well as
aluminum tubing.




In addition to the manufacturing facilities described above, we also have a 232,000 square foot
facility in Roxboro, North Carolina that is not being used for production and is currently held for
sale. Qur corporate offices, with 32 employees at December 31, 2002, are comprised of
approximately 15,000 square feet in a leased facility in Huntsville, Alabama.

Canadian Facilities

We own and operate the following Canadian manufacturing facilities:

Number of
Property Plant Size Year Employees at
Location Size (acres) (square feet) Opened Dec. 31. 2002 Description

Montreal, 25 424,000 1942 377 Produces plumbing tube and refrigeration service

Quebec tube, copper and copper alloy tube and copper
and copper alloy rod and bar, wire and extruded
shapes.

London, 45 195,000 1958 292 Produces plumbing tube, refrigeration service

Ontario tube and industrial tube. Also houses corporate

offices for Wolverine Tube (Canada) Inc.

We lease a 45,000 square foot warehouse in London, Ontario. Additionally, we have a 150,000

square foot facility in Fergus, Ontario whose operations are discontinued and that is currently
held for sale.

Other Facilities

We own a 33,000 square foot technical tube facility in Esposende, Portugal. Our Shanghai,
China facility is leased from the Shanghai Waigaoqiao Free Trade Zone 3-U Development Co.,
Ltd. for a twelve-year term. The following table describes our facilities in China and Portugal:

Number of
Property Plant Size Year Employees at
Location Size (acres)  (square feet) Opened Dec. 31, 2002 Description

Shanghai, 3 60,000 1998 107 Produces technical copper tube from feedstock

China supplied by local copper tube manufacturers and
brazed assemblies from components supplied
from the Carrollton facility.

Esposende, 3 33,000 2001 56 Produces technical copper tube from feedstock

Portugal supplied by the Decatur facility and local copper

tube manufacturers.

We also lease a facility in Apeldoorn, The Netherlands, comprised of a 16,000 square foot
warehouse and 3,000 square feet of office space. There were ten employees at the Apeldoorn
facility at December 31, 2002.
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ITEM 3 LEGAL PROCEEDINGS

Our facilities and operations are subject to extensive environmental laws and regulations, and we
are currently involved in various proceedings relating to environmental matters as described
under “Management's Discussion and Analysis of Financial Condition and Results of Operations
— Environmental”. We are not involved in any legal proceeding that we believe could have a
material adverse effect upon our business, operating results or financial condition.

In 2001, we became aware of three competition-related investigations involving the copper
fittings industry and the copper tube industry. The European Commission initiated an
investigation of producers of copper fittings and tubes in the European Union, contending that
certain companies participated in mutual agreements and/or common procedures. In addition,
the Commission of Competition for Canada issued a court order for the production of records to
a number of producers and distributors of copper fittings. We have not been contacted in respect
of, or otherwise received any information that would indicate that we are involved in, either of
these investigations.

In the United States, a Grand Jury in the Northern District of Indiana has undertaken an
investigation into possible violations of U.S. antitrust laws in the copper fittings industry and the
copper tube industry. In March 2001, we received a subpoena for documents in connection with
this investigation. In the first quarter of 2002, we completed production of documents we
believed to be responsive to this subpoena. We understand this to be an industry-wide
investigation and that most U.S. manufacturers of copper fittings and most of our competition in
the copper tube industry in the United States have also received subpoenas relating to this
investigation.

To our knowledge, no allegations or claims have been made against us and we are neither a
target nor the subject of any investigation relating to these matters. With respect to any matters
relating to the copper fittings industry, we do not participate in that industry. We believe that our
operations, policies and practices are in compliance with the requirements of the U.S. antitrust
laws and competition laws in other jurisdictions where we do business. However, we are unable
to predict the scope or outcome of the investigations or the extent, if any, to which our business,
financial condition or operations may be affected by these matters.
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ITEM 4 SUBMISSION OF MATTERS TO A VOTE
OF SECURITY HOLDERS

No matters were submitted to a vote of security holders by the Company during the final quarter
of the fiscal year covered by this report.
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PART II

[TEM S MARKET FOR REGISTRANT’S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS

Our Common Stock is traded on the New York Stock Exchange under the symbol “WLV.” As
of March 7, 2003, there were 12,262,439 shares of common stock outstanding, held by
290 shareholders of record.

The following table sets forth, for the periods indicated, the range of high and low reported sale
prices for our Common Stock on the New York Stock Exchange:

2002 2001
Period High Low High Low
First Quarter $12.15 $6.20 $14.35 $10.80
Second Quarter 9.61 7.20 17.65 12.25
Third Quarter 7.60 5.30 17.65 9.84
Fourth Quarter 6.15 4.90 13.50 9.86

We did not declare or pay cash dividends on our Common Stock during the years ended
December 31, 2002, 2001 or 2000. We do not currently plan to pay cash dividends on our
Common Stock. In the foreseeable future, any future determination to pay cash dividends will
depend on our results of operations, financial condition, contractual restrictions and other factors
deemed relevant by the Board of Directors. We intend to retain earnings to support the growth
of our business. In addition, our credit agreement and note indentures permit us to pay dividends
on the Common Stock only if certain financial and other tests are met.
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ITEM 6 SELECTED FINANCIAL DATA

The historical consolidated financial data presented below should be read in conjunction with the
information set forth under “Item 7 — Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the Consolidated Financial Statements of our company
beginning on page F-1.

The balance sheet data presented below as of December 31, 2002 and 2001 and the income
statement data presented below for each of the years in the three-year period ended December
31, 2002, are derived from the audited Consolidated Financial Statements of our company
beginning on page F-1. The other balance sheet and income statement data presented below are
derived from audited Consolidated Financial Statements of our company, which are not
presented herein.

Year Ended December 31,
Statement of Operations Data: 2002 2001 2000 1999 1998
(In thousands, except per share amounts)
Net sales $550,523 $583,114 $621,464 $586,202 $579,234
Cost of goods sold (a) 462,082 520,874 536,351 522,589 508,222
Gross profit 58,441 62,240 85,113 63,613 71,012
Selling, general and administrative expenses 30,616 32,254 31,961 30,314 25,453
Restructuring and other charges (b) - 1,546 - 19,938 11,867
Operating income from continuing operations 27,825 28,440 53,152 13,361 33,692
Other (income) expenses: :
Interest expense, net 19,681 13,100 12,168 12,237 6,566
Gain on extinguishment of debt (1,349) - - - -
Amortization and other, net 1,008 (447) 417 1,705 838
Income (loss) from continuing operations before income
taxes 8,485 15,787 40,567 (581) 26,288
Income tax provision (benefit) 1,315 4,345 14,660 (988) 9,092
Income from continuing operations (c) 7,170 11,442 25,907 407 17,196
Income (loss) from discontinued operations, net of tax (d) (1,610) (31,240) 782 1,362 1,314
Cumulative effect of accounting change, net of income tax
benefit (e) - - - (5,754) -
Net income (loss) (f) $5,560 ($19,798) $26,689 ($3,985) $18,510
_Net income (loss) applicable to common shares (g) $5,502 ($20,078) $26,409 (84,265) $18,230
Earnings per common share-basic:
Income from continuing operations $0.58 $0.92 $2.11 $0.01 $1.21
Income (loss) from discontinued operations, net of tax 0.13) (2.58) 0.06 0.10 0.09
Cumulative effect of accounting change - - - (0.44) -
Net income (loss) per share $0.45 (81.66) $2.17 ($0.33) $1.30
Basic weighted average common shares 12,231 12,077 12,153 13,106 14,025
Earnings per common share-diluted:
Income from continuing operations $0.58 £0.91 $2.08 $0.01 $1.19
Income (loss) from discontinued operations, net of tax (0.13) (2.54) 0.06 0.10 0.09
Cumulative effect of accounting change - - - (0.43) -
Net income (loss) per share $0.45 ($1.63) $2.14 (30.32) $1 28
Diluted weighted average common and common
equivalent shares 12,362 12,307 12,344 13,243 14,186ﬁ
Year Ended December 31,
Other Data: 2002 2001 2000 1999 1998
(In thousands, except per pound amounts)
Pounds shipped 310,240 308,177 334,846 338,559 326,569
Depreciation and amortization 18,416 $18,679 $17,040 $15,773 $16,665
Capital expenditures 7,747 27,612 31,676 23,092 34,293
Average COMEX price of copper per pound (h) 0.72 0.73 0.84 0.72 0.75
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December 31,

Balance Sheet Data: 2002 2001 2000 1999 1998

(In thousands)

Total assets $550,720 $539,427 $584,937 $499,550 $541,510
Total long-term debt 255,712 247,698 231,163 180,197 217,871
Redeemable cumulative preferred stock - 2,000 2,000 2,000 2,000
Stockholders’ equity $200,635 $201,412 $228,449 $212,499 $226,512
(a) During 2001, 1999 and 1998, we incurred unusual charges that are included in cost of goods sold of approximately $1.4

(b)

©

(D

O

®

()
(h)

million, $5.4 million and $2.1 million, respectively. The 2001 charge of $1.4 million was related to realized and
anticipated reductions in demand for our product and was for the write-down of slow moving or obsolete inventory.
The 1999 charge was $5.4 million and included $3.7 million related to obsolete inventory, $0.8 million net book value
of idled and obsolete machinery and equipment and $0.9 million of other charges related to the realignment of our
manufacturing operations. The 1998 charge included $0.5 million of obsolete inventory and $0.9 million of other costs
associated with the closing of our Greenville, Mississippi facility and $0.7 million of costs associated with the
discontinuation of casting at our Roxboro, North Carolina facility.

We recognized restructuring and other charges of approximately $1.5 million ($1.0 million after tax) in 2001. See Note
21 of the Notes to Consolidated Financial Statements.

During 1999, we recognized restructuring and other charges of approximately $19.9 million ($12.5 million after tax).
This charge included $10.0 million in expenses relating to the announced closing of our Roxboro, North Carolina
facility, of which $8.6 million in expenses related to the write-down of impaired assets; $2.8 million in expenses related
to the implementation of an indirect workforce reduction program; $3.6 million in expenses related to impaired assets
as a result of relocating the Roxboro machinery and equipment to our other facilities and thereby displacing existing
equipment; $1.9 million in expenses related to previously closed facilities, of which $1.8 million related to the write-
down of impaired assets; $0.8 million in expenses related to the termination of an interest rate swap; and $0.8 million in
professional fees and other costs primarily associated with acquisitions that were not completed.

During 1998, we recorded restructuring and other charges of approximately $11.9 million ($7.5 million after tax). This
charge included 3$7.4 million in expenses related to the closing of our Greenville, Mississippi facility, of which $5.6
million in expenses related to the write-down of impaired assets resulting primarily from the closing of this facility;
$2.3 million in expenses for the write-down of impaired assets related to the discontinuation of casting at our North
Carolina facility; $0.4 million of other costs related to the discontinuation of the casting process at the North Carolina
facility; $0.9 million in expenses related to the implementation of a salaried workforce reduction program; and $0.9
million in professional fees and other costs primarily associated with an acquisition that was not completed.

Income from continuing operations for 2001, 2000, 1999 and 1998, adjusted to exclude amortization of expense
recognized related to goodwill would have been $14.1 million, $28.2 million, $2.6 million and $18.7 million.

We have classified the operating results of Wolverine Ratcliffs, Inc., equal to ($1.6) million, (§7.3) million, $0.8
million, $1.4 million and $1.3 million (in each case net of tax) for the years ended 2002, 2001, 2000, 1999 and 1998,
respectively, as discontinued operations and, in addition, we recorded an estimated $23.9 million (net of tax) loss on the
disposal of the Wolverine Ratcliffs operations in 2001. See Note 2 of the Notes to Consolidated Financial Statements.

Effective January 1, 1999, we adopted Statement of Position 98-5, “Reporting on the Costs of Start-Up Activities”, or
SOP 98-5, which requires that costs related to start-up activities be expensed as incurred. The cumulative effect of
adopting SOP 98-5 as of the beginning of 1999 was a charge of §5.8 million, net of tax.

Net income (loss) for 2001, 2000, 1999 and 1998 adjusted to exclude amortization expense related to goodwill would
have been $(16.9) million, $29.2 million, $(1.7) million and $20.0 million.

Reflects the payment of preferred stock dividends and accretion of preferred stock redemption requirements.

Source: Metals Week.

19



ITEM 7 MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following is a discussion of our results of operations and financial condition. This
discussion should be read in conjunction with our Consolidated Financial Statements and notes
thereto.

General

The following general factors should be considered in analyzing our results of operations:

Critical Accounting Policies and Estimates

We base this discussion and analysis of results of operations, cash flow and financial condition
on our consolidated financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States. When we prepare these financial
statements, we make estimates and judgments that affect the amounts of assets, liabilities,
revenues and expenses and related disclosure of contingent assets and liabilities that we report.
On an on-going basis, we evaluate our estimates, including but not limited to those affecting
allowances for doubtful accounts, inventories, intangible assets, long-lived assets, income taxes,
restructuring reserves, medical, dental and workers’ compensation benefits, pensions and other
post-retirement benefits, environmental and other contingencies and litigation. We consider
market conditions, customers' demand for our products, historical trends and various other
factors when we make judgments about the carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ materially from these estimates
when different assumptions or conditions are considered. We believe the accounting policies
critical to the presentation and understanding of our financial condition and results of operations
and involving the more significant judgments and estimates relate to inventory, long-lived assets,
income taxes and retirement and pension plans.

Inventory

We state our raw materials, work-in-process and finished goods inventories at the lower of first-
in, first-out cost or market. In assessing the ultimate realization of inventories, we are required
to make judgments as to future demand requirements and compare these with our current
inventory levels. We reduce the inventory that we report on our financial statements for
estimated obsolescence or unmarketable inventory as our projected demand requirements
decrease due to market conditions, technological and product life cycle changes and longer than
previously expected usage periods. The amount of this reduction is equal to the cost of our
inventory less the estimated market value of our inventory. We estimate market value based on
assumptions about future demand and market conditions.

Long-lived assets

We periodically review the values assigned to long-lived assets such as property, plant and
equipment, assets held for sale and goodwill. We estimate the depreciable lives of property,
plant and equipment and review the assets for impairment if events or changes in circumstances
indicate that we may not recover the carrying amount of an asset.
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Assets held for sale include the net assets of our unoccupied Roxboro, North Carolina facility
and the net property, plant and equipment of Wolverine Ratcliffs, Inc., whose operations we
decided to discontinue in 2001. These assets have been written down to estimated fair value less
estimated cost to sell. We have estimated the carrying value for these assets based on our
projections of the net realizable value from the sale of these assets and in light of their appraised
values. Although we believe we have appropriately reduced the carrying values of all assets held
for sale to their estimated recoverable amounts, net of disposal costs where appropriate, actual
results could be different and our results of operations in future periods could reflect gains or
losses on these assets.

On January 1, 2002, we adopted Statement of Financial Accounting Standards, (SFAS) No. 142,
Goodwill and Other Intangible Assets. Accordingly, we ceased amortizing all previously
recorded goodwill as of that date. A transitional impairment test of all goodwill was required
within six months of adopting SFAS No. 142. We completed the transitional impairment test of
goodwill (as of January 1, 2002) required by the new rules during the second quarter of 2002.
Based on the results of these tests, the fair value of the tested business units exceeded the
carrying value of those business units and thus no transitional impairment charge was recorded.
We conducted the required annual goodwill impairment review during the fourth quarter of
2002. Updated valuations were computed using a discounted cash flow approach based on
forward-looking information regarding market share, revenues and costs for each business unit.
Our valuation was based on a 4% to 5% long-term growth rate, a discount rate of 12% and two
reporting units, The Tube Group and The Non-Tube Group. The Tube Group consists of our
Decatur, Shawnee, Jackson, Booneville, Montreal, London, Shanghai and Esposende facilities
for which we have $23.2 million of goodwill. The Non-Tube Group consists of our Altoona,
Carrollton, Warwick, Ardmore and Apeldoorn facilities for which we have $76.9 million of
goodwill. Based on the results of this review, the fair value of the tested business units exceeded
the carrying value of those business units and thus no impairment charge was recorded. If we are
unable to achieve our estimated growth rates and profit projections, if interest rates increase or if
our other estimates or their related assumptions change in the future, we may be required to
record impairment charges for goodwill in the future.

Income taxes

We record the estimated future tax effects of temporary differences between the tax bases of
assets and liabilities and the amounts reported in our consolidated balance sheets, as well as
operating loss and tax credit carryforwards. The carrying value of our net deferred tax liability
reflects our assumption that we will be able to generate sufficient future taxable income to
realize our deferred tax assets. As of December 31, 2002, we have $5.6 million of deferred tax
assets resulting from state operating loss and tax credit carryforwards that are available to reduce
taxable income in future periods, net of a $2.4 million valuation allowance that we recorded in
the fourth quarter of 2002. Under the provisions of SFAS No. 109, we considered the realization
of these state carryforwards in light of our cumulative operating results for the current and
preceding years in determining the valuation allowance, as well as reversing taxable temporary
differences, future taxable income and ongoing prudent and feasible tax planning strategies. If
our estimates and related assumptions regarding these factors change in the future, we may be
required to record an additional valuation allowance against our deferred tax assets. This would
result in additional income tax expense in our consolidated statement of operations.

21




In addition, we operate within multiple taxing jurisdictions and are subject to audit in these
jurisdictions. These audits can involve complex issues, which may require an extended period of
time to resolve. We believe adequate provision for income taxes has been made for any potential
audits.

Pension and Postretirement Benefit Costs

We have significant pension and postretirement benefit costs and credits that are developed from
actuarial valuations. Inherent in these valuations are key assumptions including discount rates
and expected long-term rates of return on plan assets. Material changes in our pension and
postretirement benefit costs may occur in the future due to changes in these assumptions,
changes in the number of plan participants and changes in the level of benefits provided.

The discount rate is subject to change each year, consistent with changes in applicable high-
quality, long-term corporate bond indices. Based on bond indices as of December 31, 2002, we
used discount rates of 7.0% and 6.75% at December 31, 2002 for our U.S. and Canadian based
plans, respectively, compared to 7.25% and 7.0% at December 31, 2001 for our U.S. and
Canadian based plans, respectively. This had the effect of increasing our accumulated pension
benefit obligation by approximately $4.2 million for the year ended December 31, 2002 and
increasing our estimated pension expense for 2003 by $0.5 million.

The expected long-term rate of return on pension plan assets is selected by taking into account
the expected duration of the projected benefit obligation for the plans, the asset mix of the plans
and the fact that the plan assets are actively managed to mitigate downside risk. Based on these
factors, our expected long-term rates of return are 9.0% and 7.5% at December 31, 2002 for our
U.S. and Canadian based plans, respectively, compared to 9.5% and 8.5% at December 31, 2001
for our U.S. and Canadian based plans, respectively. This had the effect of increasing our
estimated pension expense for 2003 by $0.7 million.

Total estimated pension expense is expected to increase $3.4 million in 2003 as compared to
2002 primarily due to the impact of the decline in fair value of plan assets as well as to the
aforementioned changes in the discount rate and expected long-term rate of return.

On December 31, 2002, the accumulated benefit obligation related to our pension plans exceeded
the fair value of pension plan assets. This difference is attributed to: (1) an increase in the
accumulated benefit obligation that resulted from the decrease in the interest rate used to
discount the projected benefit obligation to its present settlement amount; (2) an increase in the
accumulated benefit obligation that resulted from the decrease in the expected long-term rate of
return on pension plan assets; and (3) a decline in the fair value of the plan assets at December
31, 2002 due to a sharp overall decline in the equity markets. As a result, and in accordance with
SFAS 87, we recognized an additional minimum pension liability of $21.9 million, recorded a
charge to accumulated other comprehensive loss before taxes of $18.7 million and recognized an
intangible asset of $3.2 million up to the amount of unrecognized prior service cost.

Components of Cost of Goods Sold

The cost of raw materials, principally copper, is a substantial portion of our cost of goods sold.
The rise and fall of copper prices and other metals affects the levels of our net sales, costs of
goods sold and the carrying value of inventory, even in the absence of increases or decreases in
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business activity. While we have entered into commodity forward contracts to sell copper in an
effort to mitigate the impact of the rise and fall of copper prices on the valuation of our
inventory, these forward contracts are not accounted for as effective hedges. Thus, the rise and
fall of copper prices may impact our gross margin and may have a material impact on our levels
of gross profit for a particular reporting period. However, across reporting periods, we believe
that the cost of raw materials is generally passed along to our customers.

Variability of Wholesale Product Gross Profit

Gross profit attributable to sales of our wholesale products has fluctuated and may continue to
fluctuate substantially from period to period. Gross profit from sales of these products was $4.4
million in 2002, $9.3 million in 2001 and $12.6 million in 2000. Gross profit derived from the
sale of wholesale products is mainly affected by changes in selling prices. Selling prices for
these products are affected principally by general economic conditions, especially the rate of
housing starts, general commercial building activity, industry competition and manufacturing
capacity, industry production levels and other market factors. All of these factors are beyond our
control.

Impact of Product Mix

Our products range from higher value-added and higher margin commercial products to
commodity-type products such as wholesale tube products and rod and bar products. Our overall
profitability from period to period is affected by the mix of sales within these categories. We
have substantial sales in Canada, and our product mix in that market, as compared to the U.S.
market, reflects a much higher percentage of our commodity-type products.

Cyclical and Seasonal Nature of Demand

Demand for our products, particularly our wholesale products, is cyclical and is significantly
affected by changes in general economic conditions that affect our customers' markets. Demand
in some industries to which we sell, including the residential air conditioning industry and, to a
lesser extent, the commercial air conditioning industry, is also seasonal. QOur sales to the
residential air conditioning market are generally greater in the first and second quarters of the
year and lower in the third and fourth quarters because manufacturers typically increase
inventories in the early part of the year in anticipation of summer air conditioning sales and
housing starts. In addition, sales of industrial tube are adversely affected in years with unusually
cool summers.

Discontinued Operations

During the year ended December 31, 2001, we decided to discontinue the operations of
Wolverine Ratcliffs, Inc. (“WRI”), which were previously included in the rod, bar and other
products segment. As of December 31, 2001, we held a 74.5% ownership interest in this
business. We subsequently acquired the remaining 25.5% interest in WRI and in July 2002, we
merged WRI into Wolverine Tube (Canada), Inc. to facilitate the liquidation of the business.
Accordingly, the operating results of WRI have been reported in discontinued operations in the
consolidated financial statements. In the fourth quarter of 2001, we recorded a $31.5 million
($23.9 million after tax) estimated loss on the disposal of the WRI operations, which included a
$2.5 million ($1.6 million after tax) provision for estimated losses during the expected phase-out
period. In 2002, we engaged a financial advisor to pursue opportunities to dispose of the
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business as a going concern but were not able to do so and thus commenced liquidation of the
business. As of June 30, 2002, all manufacturing operations of WRI were stopped and its
inventory was substantially liquidated. As of September 29, 2002 we had liquidated
substantially all of the net receivables, and had begun the equipment liquidation process. We are
continuing to pursue opportunities to dispose of the remainder of the equipment and the building.

In the fourth quarter of 2002, we recorded a $2.5 million ($1.6 million after tax) loss from
discontinued operations for remaining estimated closing costs in excess of the provision for
losses recorded in the fourth quarter of 2001. We have realized approximately $10 million of
pretax proceeds from the realization or sale of the assets of the business, net of our cash
payments to settle the liabilities of the discontinued operations during the twelve months ended
December 31, 2002, the majority of which is recorded in continuing operations in that certain
accounts receivable and inventories were transferred to continuing operations. As is reflected on
the Consolidated Statements of Cash Flows, discontinued operations used $2.0 million of cash,
consisting of a $1.5 million net use of cash from operations and the sale of assets and $0.5
million of additions to property, plant and equipment. To the extent actual results should differ
from our estimates, the difference will be reported in discontinued operations in future periods.

Operating results of the discontinued WRI operations for 2002, which were charged to
previously established reserves, 2001 and 2000 are as follows:

2002 2001 2000
(In thousands)
Net sales $12,063 $48,886 $79,875
Income (loss) before income tax benefit $(3,209) $(11,882) $1,289
Income tax provision (benefit) (851) (4,507) 507
Net income (loss) $(2,358) $(7,375) $782

Assets and liabilities of the discontinued WRI operations have been reflected in the consolidated
balance sheets as current or non-current based on the original classification of these accounts, net
of any necessary valuation allowances, except that property, plant and equipment to be disposed
in the amount of $3.4 million, net of a necessary valuation allowance, have been included in
“assets held for sale.” Although we believe we have appropriately reduced the carrying value of
the assets to their estimated recoverable amounts, net of disposal costs where appropriate, actual
results could be different and the difference will be reported in discontinued operations in future
periods.
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Net assets (liabilities) of the discontinued WRI operations are as follows:

December 31, 2002 December 31, 2001

(In thousands)

Cash and equivalents $44 $2,165
Other current assets 880 11,996
Assets held for sale 3,363 3,691
Deferred income taxes - 11,935
Other assets 122 192
Current liabilities (5,218) (12,626)
Other liabilities - (75)
Net assets (liabilities) of discontinued operations S(809) $17,278

Results of Continuing Operations
Year-Ended December 31, 2002, Compared with Year-Ended December 31, 2001

Consolidated net sales from continuing operations decreased by $32.6 million, or 5.6%, to
$550.5 million for the year ended December 31, 2002 from $583.1 million for the year ended
December 31, 2001. Pounds shipped increased by 2.1 million pounds, or 0.7%, to 310.2 million
in 2002 from 308.2 million in 2001. The average COMEX copper price for 2002 was $0.72 per
pound, as compared to $0.73 per pound in 2001.

Pounds of commercial products shipped decreased by 0.7 million pounds, or 0.3%, to 209.6
million in 2002 from 210.3 million in 2001. This decrease in shipments was primarily due to
decreased shipments of technical tube and to a much lesser extent, decreased shipments of alloy
tube. Shipments of industrial tube and fabricated products increased in 2002 as compared to
2001.  Sales of commercial products decreased $23.0 million, or 5.2%, to $421.2 million in
2002 from $444.2 million in 2001. This decrease in sales was attributable to decreased
fabrication revenues, primarily related to lower volumes of technical tube, modest selling price
decreases and a decrease in average COMEX copper prices in 2002. Gross profit from
commercial products increased by $1.6 million, or 3.2%, to $51.7 million in 2002 from $50.1
million in 2001. The improvement in gross profit for commercial products, despite lower
volumes and modest selling price decreases, is primarily attributable to cost reductions and
improved manufacturing efficiencies.

Pounds of wholesale products shipped increased by 2.7 million pounds, or 3.6%, to 79.1 million
in 2002 from 76.3 million in 2001. Sales of wholesale products decreased by $3.6 million, or
3.7%, to $93.9 million in 2002 from $97.6 million in 2001, due to a reduction in selling prices in
excess of 20% in this highly competitive commodity market, as well as a decrease in average
COMEX copper prices in 2002. Gross profit from wholesale products decreased $5.0 million, or
53.3%, to $4.4 million in 2002 from $9.3 million in 2001, due primarily to the reduction in
selling prices.
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Pounds of rod, bar and other products shipped remained basically flat in 2002 as compared to
2001, increasing by 0.1 million pounds, or 0.2%, to 21.6 million in 2002 from 21.5 million in
2001. Sales of rod, bar and other products decreased $6.0 million, or 14.5%, to $35.4 million in
2002 from $41.3 million in 2001, primarily reflecting a reduction in sales from our distribution
center in The Netherlands. Gross profit from rod, bar and other products decreased $0.4 million,
or 15.2%, to $2.4 million in 2002 from $2.8 million in 2001, due to the reduction in sales from
our Netherlands distribution center.

Consolidated gross profit decreased $3.8 million, or 6.1%, to $58.4 million in 2002 from $62.2
million in 2001. Gross profit in 2002 decreased primarily due to selling price reductions related
to wholesale products and to a lesser extent commercial products, as well as lower shipments of
technical tube, the impact of which was somewhat mitigated by our cost reduction initiatives and
efficiency gains.

Consolidated selling, general and administrative expenses for the year ended December 31, 2002
decreased by $1.6 million, or 5.1%, to $30.6 million, from $32.3 million in 2001. Consolidated
selling, general and administrative expenses were approximately five percent of sales for both
2002 and 2001. Excluding $2.3 million of amortization of goodwill in 2001, selling, general and
administrative expenses in 2001 were $30.0 million. Selling, general and administrative
expenses increased approximately 2.0% or $0.6 million in 2002, primarily due to an $0.8 million
increase in charges for legal and other professional fees associated with various tax strategies and
corporate structures and environmental consulting, net of recoveries from an insurance
settlement.

Operating income from continuing operations decreased by $0.6 million, or 2.0% to $27.8
million for the year ended December 31, 2002, from $28.4 million in 2001 primarily due to
selling price reductions related to wholesale products and to a lesser extent commercial products,
as well as lower shipments of technical tube, the impact of which was somewhat mitigated by
our cost reduction initiatives and efficiency gains and a reduction in selling, general and
administrative expenses. In 2001, restructuring and other charges of $1.5 million were
recognized, as described in the “Res